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zecluired by the Washington State Liquor Act.

Respectfully,

I~ E. GREGOR¥, ~huir~nan,
W. J. LINDBERG, l~ember,
HENRY ~REGERSON, Member.
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WASHINGTON STATE LIQUOI~ CONTROL BOARD

Report of Operations
~/ANUAI~Y 1 TO S!~I~EMBER 30, 1985

Reference to First l~port
The first report of the ~’ashington State Liquor Control Board described

In considerable detail the organization, estabIishment, and operation of the
v~rions functions and duties of the Board, Thls, the second report, covers
the operations of the Board during the second fiscal period from January
1st to September 30th, 1935, and briefly details the refinements ~nd changes
that have been made; it should he considered as a continuation o£ the first
report.

Upon recommendation of the Board the fiscal period was changed to
end on September 30th rather than on December 31st. This change resulted
in the period under consideration being shortened to nine ~ather than twelve
months. Becai~se the law making this change was passed after the beginning
of the period, it h~s been necessary to set up certain adjustments and re-
serves. These facts should be taken into consideration in drawing any
conclusions from the data contained herein.

~xcerpts from the Bo~rd~s M.lnnte Book
In order that an idea may be gained ~s to~ the chronological order

the principal actions o~ the Board, there are submitt~ herewith ~ few
~cerpts f~m the Beard’s m~ute book tot the ye~ 1935:

January 8: Board adopted a plan to vro~de for development of ~lneries
making wines from W~hin~on ~roducts, to be ~utho~ed by Leg~ture.

Board approved ~tabllshment of an office for tnsp~tors tn Public Safety
Building, Tacoma.

Janua~ ~7: ~ter contere~ wi~ Mr. ~eter Giambanco, Act~g
~anager, Coast W~e~es, ~oard decided to ca~y the~ lin~ In all stores
~or several months in sufficient quantities to test the demand.

Janua~ 29: Board signed note~ dat~ Janua~ 30, 1935, ~t ~atlo~l
Ba~ wt~ ~t~est at ~% per a~um, ~ amount of ~150~000.00. This
~an~ction retir~ loan of $~50,000.00 dat~ December
days, ~th inter~t at 1~% per annum; tnter~t on ~me paid in
amount o~

¯ Febru~y 4: Board by una~mo~ vote ~ended Sectio~ 9 of the Rules
a~d R~ulatio~s of brewers and ~eer wholesale~ to r~d as follows:

"(9) No m~nu~acturer, ~is~tbutor or beer wholesaler, z¢r
~ve ~e~ sh~ll aid or ~sist any reta~l licensee by glf~, lo~us of money, or
property of ~y descrip~on or s’ervlces of ~ny nature or other ~ of
subs~ti~l or nominal ~lue or by ~ving of premiums or rebates, or by
~s~g~ ~nd It shall be u~aw~l for any "re~ll licensee to accept ~e."

February 18: For ~e purpose of ~feguarding the ~suance of perml~
to minors by vendo~ In va~ous stores, it was dete~ined by ~e Board that
a form of a~da~t be prepared for execution by doubtful persons thought
to be minor~, stating that they ~re of ]a~’ful age. It was further deter-
mined by [he ~oard thvl the vendors and assistant v~ndor~ in various stores
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6 Second Report

be antl~orized to administer oaths u~on execution of such affidavits. A
record of such affidavits, shall be kept and sent to the 01ympi~ office,

February 22: BOard received a request from Senate Liquor Control
Committee requesting the Board to submit to it what the Board believed
to be tl~e best form of Iegi~lation for accomplishing the sale of liqnod by
the drink.

February 26: Board met with Senate Liquor COntrol Committee and
~ubmitted to thb committee its attitude on the proposition of sale of liquor
by the drink and presented a form of legislation which it deemed best to
provide in the event of any such plan receiving approval of the Legislature.

February 26: Board received a copy of State Auditor’s-report on the
operations Of the ~ra.~hington State Liquor Control Board for 1934, which
was sabra;trod by him to the Senate and House.

March 1I: BOard signed lease for Stacy-Lander warehouse with the
Port of ~eattle, for five years beginning March 15,.193~, and ending March

March 1~: Board by unanimous vote decided that hereafter, unless
otherwise provided by speciiie order of the-Board, all licensees or applicants
for renewal of licenses whose applications or licenses have been denied, sus- "
1)ended or ¢ancelIed dhall have ten calendar days from the date of such
denial, suspension or cancellation within which to terminate thei~ liquor
operations.                                          .

March 18: As the Governor this day apl~roved Senate BilI 363 providing
fo~’ the Liquor Board profits to be divided equally between the general fund
o~ the state and the cities and counties, the Board this day authorized .the
Preparation of checl~s aggregating $400,000.00 as the first allocation
funds.

Board signed notes dated March 18, 1936, l~irst National Bank,. Olympia
Branch, in amount of $~00.000.00 with interest’at 1~%. This transaction
retires loan of $300,000.00 dated December 18, 1934, for 90 days with
interest at 1~%; interest on same paid in amount o~ $1125.00.

¯ March ~.$: Board signed notes dated March 22, 1986, :National Bank

of Commodes, in amount of $~09,000.00 With interest at 1~%. Thistransacgion retirgs loan of $200,000.0(ldated December 22, 19~4. Board
paid note No. 22, amount $100~000.00 with interest on same of $387.50.

. Agency closed, at La Center because of insufficient business, effective
March 20, 1936.

l~Iarch 29: Board paid notes 28 to 32, First National Bank, $150,000:00
.and interes~ on same Irom January 30, 1934, to March 31, 1935, inclusive,
amounting to $376.00.

April 3: Board signed leases for Stores No. 8, 301 E. Heron Street;
Aberdeen; NO. 11, 111 Legion Way, Olympia; No. 13, 112~ Commerce
Street, Longview; No. 15, 241 Burweil Street, Bremerton, and N~. 18,
606 Second Street, ~M.ount Vernon.

Bbard decided that -in eases of license applications for beer- parlors
within 300 feet o~ a military or naval reservation or a state armory it
would consult the Commanding officer of ~aid reservation or the Adj.utant
General in charge o£ state a.rmories prior to issuing licenses therefor. If
objection is made to the issuance of sueha..license the Board would deny
the application.
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~%cond ~or~

After furt.her study of the coml~lex problems of ~ns~ra~uce, the :~oard
decided to establish its own insurance department on September Ist.
rangen~ents were re&de to. eanee~ all outstanding insurance polleies on a pro:
rata basts and rewrite them with the same compan.ies ~vith commenceme~£
date~ Octeber 1st to coincide with the commencement d~te of the
fiscal year. All pol|c|es Were rewritten on an annual bas~s, except fire
ties ¢over~ug stock hi agencies, stores, a~d state warehouses, and owners,
laudlor.ds and tenants liability poli~J~s, whIch were rewritten on a three-year
basts,
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Wa~hi~g~o~ ~c#e ~=or Uo~froZ Boar~ 18

.Merchandising

One l~ee List
The.price list which was issued October 22, 1934, was continued in f~rce

up to and .including September 30, 193~. This. policy saved the expense
callsed by the confusion incident to changes in the list of items carried.
During the year it was found necessary to make only one supplement to the
price lis~ ~ supplement was issued covering liquor and" wine produced
In the State 0% WashingtOn and not av~ilable ~t the time the price list wa~
published. Union-re’ado domestic whiskey and ir~ported Australian wines
were also included i~ the ~uplrtement because they ~tlled a definite demaud.

In co~id~ s~tions ~ ~e 1~ ~e ~ard ~ h~ to be continually
on ~d ~ ~ ~e n~ber of brands. It will be r~ ~derstood that
all bmn~ ~ot be ca~ed. ~ery ad~flo~l brand ad~ ~ the ~t0ry,
~d ~ou~d b~in~ ~H~ di~t~ ~e n~essity of zee~ie~g .~e ~t to
a r~n~le ~y of sound and approv~ b~nds ~d t~

Prepar~tflon for New M ~
During th~ last mohths of the period, the Board made an intensive study

o£ sales .of br~nd~ and type~ preparatory to l~ing a new price M on Octo-
ber 1, 1936. This study disclosed a varying public acceptance; certain
brands and types meet with gre~t demand £or a time-and then rece.d~
preparl~ th~ n~w li~t,, those types and brands no-longer in ])ublfc demand
were reduced, or elimin~tedo In oth~r ~nstances brands were di~ontinued
bemuse o£ withdr~wal by the producer. Producers generally are now seek,
ins to standardize their product~ and reduce the number of..brands carried.
In the past the same liquor has in many instances been. sold under s~veral
different brand n~mes. In making ~dditlons fo~ the new list the Bbard was
eare£ul in every ease to select such items as. had. met with general public
acceptance elsewhere in the UDItod States. However, to encourage state
dustry, this mite was not applied to Washington made product~.

Preparatory to issuing the new price list on October 1, 1~3~, it was
ueees~maT to move out certain items that were to be discontinued. Small
pries ¢~ueeesions were made on these items during the last weeks o~ the
perl.~)d with the result that on the ~lose ot business..~eptomber ~0th, the
Board had no s|ow-movin~ merchandise in stock and practically no stock
the items that were being discontinued.

Reduction i~ Prices                                         ""
~rery little more reduction can be expected in the lower priced distilled

liquors. Unless the taxes now mmessed on these products are redu¢~l, It is
very improbable that significant red~ct|on~ In prl.~e can .be made~ However,
a ~ontinuo’us and material improvement in the quality of domestic ~hl~ke¥
will be’noted and the Board b.eileves that this |mprovemen~ in the ~tuality
of domestic whiskey is more outstandIng than price reduction
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Ma~k-Up
Durln~ the period, the ~&t mark-up policy o~ 2~; % wa~ continued on all

lte4ns. The 10~ sales tax lmpbsed by the 193~ session of the Legislature,
ef~ective ]Jay 1, 1935, was assessed on the price appearing in the price list
and colIected in addition thereto on each purchase.

The hoped for result in combattin~ illicit liquor very rapidly grew ~hto
a reality during the’first l)eriod of the Board’s operatio~ During tl~ second
period further progrees has been made. wtth the result that

’ a~d ".bootleg" liquor is becoming less and less a factor. The illicit menu.
f~cturers cannot compete with the low prices, in the state stores and
turning $o other means o~ likelihood.

New Storea
It was not nece~m~ to di~ontinae any store ~ud con~er~ It htto an

agency as aH of ~e ~te s~r~’ ha~e sho~ a zubstan~l profl~ .A new
store w~ oDened at g412 G~nwood, S~tfl~ ~or the r~on ~t ~e volume
o~ bu~ ~ ~t eomm~ity ~ted ~e ~bl~ent o~ a ~gu~r
s~ro ~ place of ~e ~eney w~ch w~ ~on~u~ A new s~re w~
opened at G~d ~ul~ ~ sere ~e large n~mber o~ p~ple now wor~g
on ~at proJ~t. A l~t of ~e 4S st~res ~ opera,on at the end of ~e
~I be fo~d ~ ~e ~cI~ ~flon ~f ~ re~.

¯ he B~rd ~ended ~ ~e ~anua~, 193~ legislature an extension
In ~eir powe~ of nego~ting 1~ ~m one to flye y~. Th~ r~m-
mend~on ~ favorably act~ upon and h~ been ve~ bene~al ~ the
maki~ of new l~es,

Due ~ an incr~ volume of busing, ~p~la~ o~ ~e, W~ch
q~ a r~ve~ larger ~o~t o~ spa~ for ~e ~me dolor v~Ue ~an

Dur~ ~e ~ ~e B~rd w~ able ~ s~ur~ q~e~ ~eta~F
~ed for fl ~ two new b~ldl~’W~t ~t~e Store ~d Vancouver
Stealth ~u~ ~der ve~ favorable ~ for a p~r~d of fl~e y~

In splt~ o~ ~ved ~n~flons and l~ger quarte~ ~e to~l
store ~n~ Jan~ 1, I935, w~ $3,904.00 for the 4~ stor~ ~d the

o~ $2S~.60 per mo~ or ~ average ~c~e o~ $6.1~ per mon~ ~ ~e
46 stor~. ~e bufld~ for ~e store at Greenwood~ S~e~ w~ rented for
$~0.00 per mon~ and at Gr~d Coul~ for $I00.00 Per mon~.

The only s~re ren~ ~at aPP~ed out of Une ~ ~e ~d o~ the Period
w~ ~e rental for S~re No. 46 ~ ~tfle. PI~ were m~e to sec~e
reduction in" t~ ~1 or move ~e s~re ~ a smaller building In a

~e Board’~de~ ~ location ~ be an ex~ll~t one ~d ~
r~nable. ~ ~e~e of ren~I to b~in~ done ~ ~rl~L

"the non~ompetl~ve nature of ~is ac~ty w~mnts a reduction.
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Washington State Liquor Control Board 19

Special Occasion Licenses
Prior to June 12, 1935, if organizations desired to sell beer at a picnic

or special occasion, this was acnomplished by a licensee applying for a change
of location, which Called for an inspection, a fee of five dollars, and consid-
erable routine work in the office. It was then necessary that the license be
transferred back to the original premises and another fee of five dollars
paid for such transfer. This left the licensee without means of securing or
selling beer on his own licensed premises during the interim. If this method
was not used, a license for the entire year would be secured. This situation
wa~ remedied when the legislature provided special occasion licenses, to be
granted to organizations only~ upon the payment of a fee of five dollars per
day. Seventy-four of these special occasion licenses were issued during this
period and, although regulation proved dlMlcult, on the whole, operation
under these licenses has been quite satisfactory.

Brewers ~ Beer Wholesalers
On September 30th there were 290 beer wholesalers Hcensed to distribute

beer and 17 breweries licensed to manufacture beer in the state. At the
same time there were approximately 20 breweries shipping beer into the
state and their shipments represented about .12 per cent of the total state
sales.

.While the N. Re A. code was effective the brewers and beer wholesalers
were required to post uniform sales prices .and to file all claims for defective
beer or containers with the code authority. These requirements were de-

signed to prevent a~sistance to retail accounts in the forms of special dis-
counts or "~ree beer." On May 27th these requirements went out of effect
and it became necessary for the Board to require that this information be
filed with it in order to effectively enforce the provisions of the Liquor Act.

At the beginning of the period under review the Board concentrated on
the supervision and regulation of retail outlets, with the result that super-
vision of brewers and beer wholesalers was relaxed and a few of them failed
to comply with the Board’s requirements. The worst ~iolations were in the
nature of financial assistance to retail outlets, particularly by mea~s of
credit extensions and rebates. A few brewers and beer wholesalers went so
far as to permit retailers to incur large credits and then forced them to
handle their products exclusively. Thus, it became evident that more super-
vision was necessary. Due to tile technical and specialized nature of the
industry, requiring trained investigators, the Board decided to set up a
special division to investigate and supervise brewers and beer wholesalers.
T~vo new insoectors, one a brewery auditor and the other a field investiga-
tor, were appointed and plans mere made to organize the new division soon
after October 1, 1935.

Clubs
The Board has found the regulation of clubs an irksome problem. It

has hetd that strictness was essential in determining whether or not a club
should be granted a license permitting members to keep liquor on the club
premises. But, once it has been determined that the club in r’bona fide," the
Boa~-d has followed a policy of liberal regulation.

Accordingly, provision was made to grant licensed clubs, at the Board’s
discretion, permission t~ operate a "pool. system" which would not permit
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any Drofit for the handling of liquor itself. Strict supervision and r~gnla-
lion of these "pool systems" was provided for so that they came within the
requirements of the Liquor Act.

wimeeies and Other Mjmufacturers
Prior to June 13, 1935, all wineries had to sell their products through

e Board. This provision in the law worked a hardship on both the small
~neries and on the Board, because the large scale merchandising operation
of the Beard could not economically handle the small output of numerous
items produced by the wineries. Accordingly, the legislature made provi-
sion for "domestic wineries" (wineries whose products are made exclusively
and entirely.from ~Vashington fruits and fruit products) to sell wine directly
to retail licensees and to permit such wineries to appoint beer wholesalers
as their agents subject to the approval of the Board. A tax of ten cents per
gallon was imposed and collected by means of stamps. "Farmers’ Wineries"
licensed prior to June 13th qualified under this rule.

The Board’s experience with this procedure indicates that the wine indus-
try has developed more rapidly in the state and that the operators are well
satisfied with the system. Supervision has consisted primarli~; of inspections
in connection with the issuance of licenses, but more complete supervision
will probably be necessary in the future.

On September 30, 1935, there were thirteen domestic wineries, seven
commercial wineries, one rectifier and one distillerT operating in the State

¯ of NVashington.

Return of Unearned License Fees
In accordance with a ruling of the Attorney General the Board prepared

to return the unused portion of all license fees issued p~ior to June 13, 1935.
All outstanding licenses as of September 30th were c~’ecked and Proof of
Claim forms were provided. However, persons paying license fees after
June 13th were aware of the fact that the licenses would expire on Septem-
ber 30th-and it was ruled that it was unnecessary for the Board to refund

any portion of such fees.

Detailed Inform~tion
Section III of this report contains detailed statements .showing .licenses

issued by types.and by counties, license fees, and number and types of li-

censed premises÷

INSP]ECTION AI~D I-NT~[rfGA~ION DIVISION

l~eor~On
About June 1, 1935,.the Board organized a separate division, with the

Chief Inspector and the Chief Investigator. reporting to the chief of the divi-
sion, who in turn reported directly to the Board. This arrangement proved
to be more effective. The Chief InspEctor and the Chlef Investigator were
released from a large amount of office routine, enabling them to spend more
time in the field. This resulted in better supervision and cooperation. The
inspection unit confined its efforts to licensed premises while the investiga-
tion and enforcement unit confined its efforts to unlicensed premises operat-
ing in violation of the law.
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